Washington State
Liquor Control Board

Business Advisory Council

Meeting Minutes
July 21, 2010, 9:30 a.m. — Noon
Schooner EXACT Brewing Company
3901 1°' Avenue South
Seattle, WA 98134

Business Advisory Council Members in Attendance:

Stakeholders: Liquor Control Board:
Theresa Hancock, Contract Liquor Store Managers Sharon Foster, Chair
Mark Levine, Distillers Representatives Association of Washington Ruthann Kurose, Board Member
(DRAW) Linda Bremer, Board Member
John Guadnola, Washington Beer and Wine Wholesalers Association Pat Kohler, Administrative Director
Chris Masse, Nooksack Tribe Rick Garza, Deputy Director

Heather McClung, Washington Brewer’s Guild

Jan Gee, Washington Food Industry Association

Anthony Anton, Washington Restaurant Association

Jean Leonard, Washington Wine Commission and Washington Wine
Institute

Steve Lynn, Small Businesses and Distributors

Also in attendance: Carrie Tellefson, Distillers Representatives Association of Washington (DRAW);
Susan Danby, Contract Manager’s Advisory Committee (CMAC); Phil Wayt, Washington
Wholesalers Association; David Ducharme, DISCUS; Holly Chisa, NW Grocers’ Association;
Stephanie Meier, Stoel Rives; and from the Liquor Control Board, Alan Rathbun, Pat Parmer,
Randy Simmons, Karen McCall, and Roni Pettit.

Sharon Foster, Chair of the Liquor Control Board welcomed the members of the Business
Advisory Council (BAC) and introductions were made by each council member.

Heather McClung, Washington Brewer’s Guild

Heather McClung reported on the history of the Washington Brewer’s Guild. The Guild was
started by volunteers who ran their own businesses on the side. The total number of breweries is
now 150 and they consist of three types: Regional Craft, Microbrewery, and Brew Pubs.

Rick Garza, Deputy Administrative Director

Rick Garza provided an update on the impacts of privatization. Theresa Hancock, Contract
Liquor Store Managers, expressed concern about the increase in the number stores able to sell
hard liquor.




Karen McCall, Rules Coordinator
Karen shared the list of completed rules since January 2010 and presented current rulemaking for
the 2011 proposed agency request legislation.

RCW 66.24.010 (6) and (7) are being revised to allow conditions and restrictions to be included
in official correspondence from the board separate from the license and require any
correspondence from the board containing conditions and restrictions be posted next to the
license.

RCW66.24.030 (3)

This statute is being revised to authorize the board to set a minimum threshold for restricted beer
products that may include alcohol content and cost which make them desirable to chronic public
inebriants. This would also add chronic inebriation to the list of criteria under which the board
may impose restrictions.

RCW 66.24.410(2)
This statute would revise the section by removing the explicit food requirement language and
give the authority to establish food service requirements in rule.

RCW 66.04.010(28)
This statute revises the definition of nightclub by eliminating the occupancy load.

Roundtable
Anthony Anton reported that restaurants have been affected by this economy. Many have gone
out of business and layoffs of employees are estimated at approximately 18,000.

Chris Masse reported that the Skokomish Casino is closing due to the economy as well.

Jan Gee commented that the grocers are struggling because families are hurting and restaurants
are using their reserves to survive.

Paul Schieck shared that people are still coming to Qwest Field despite the economic downturn.
Liquor smuggling (small airplane sizes) is still an issue but the business is going well. They are
working on penalties for violations.

Jean Leonard mentioned that they are rewriting the licensing laws with the Liquor Control
Board.

Alan Rathbun, Licensing Director
Alan gave an update on the following:
e 112 applications for grocery store tasting endorsements
e 14 endorsements issued
e 2 tasting endorsement applications withdrawn because the stores did not meet the square
footage requirements



Pat Parmer, Enforcement Chief
Pat gave an update on the following:

e Non-retail met with distributors and wineries for outreach in communication and
education.

¢ Retail has been doing a lot of education outreach in Bell Town and Spokane.
Law Enforcement Officers Training — our law enforcement officers are attending the
training offered by the Criminal Justice Training Commission.

Sharon Foster shared that we had to fill out an exemption form with the Office of Financial
Management in order to meet at a non-state facility even though the cost to the state was free.
Therefore, future meetings will be held at the Liquor Control Board offices.

The next BAC meeting is scheduled for November 17, 2010 at the Liquor Control Board
Distribution Center in Seattle. The meeting time will be from 9:30 a.m. to 12:30 p.m.

Handouts:
1. Rules Update
2. 2011 Proposed Agency Request Legislation




Washington State
‘4 Liquor Control Board

Rules Update

COMPLETED RULES :
‘The following rules have been completed since the Iast update.

Non-Retail Liquor Licenses

Implement 2009'Iegislatic-ih'.;

Retail Liquor Licenses ,l . - 1/16/10
'Implement 2009 legislation. -
Cigarette and Tobacco Llcensmg and Admlmstratlon B 5. . 1/16/10
Implement 2009 Iegisl_’ation'. : : el
Internet Sales and Delivery ' " 2/25/10

Rules to implement current practice.

‘Advertising _ 1 4/3/10

WAC 314-52- chapter review R )
How to Apply for a Liquor License 6/5/10 :
Chapter review of WAC 314-07

Cinemas with Dinner Theaters- 6/5/10

Creating a rule in WAC 314-02 to implement Board Intetim
Policy #10-2009.

Mast i ‘7/3/10°
WAC 314-17 chapter review and creation of new rules to
implement an online MAST certification program

Rules review process

Businesses and the general public should expect clear rules and regulations and user-
friendly processes from state agencies. The Liquor Control Board continues to review
existing rules for timeliness, clarity, and necessity. This review assists in compliance
with Executive Order 06-02 issued by Governor Gregoire. The LCB has indicated by
filing a CR 101 form that the following rules may be. developed or modified as part of an
on-going review of agency rules.

Rules Quarterly Update 1 8/19/08






Extended and Outside Service

Creation of new _rules to address
extended and outside service at
liquor licensed premises.

5/13/09

ID Requirements

Revise WAC 314-11-025 to require
horizontal driver’s ficense or ID card
to purchase alcohol.

1/6/10

3/5)10

Clubs

Chapter review of WAC 314-40 and
creating a new rule to implement
Board Interim Policy #01-2010

3/10/10

5/26/10

What method of payment can a
retailer use to purchase
spirituous liquor from the
board?

Revision of WAC 314<13-030 to
include debit and credit card
purchases.

3/18/10

5/12/10

6/23/10
Supplemental

' Alcohol Impact Areas

Revision of WAC 314-12-210 and
314-12-215

4/26/10

Create rules to implement a Brief
Adjudicative Proceeding

Brief Adjudicative Proceedings

4/30/10

‘Liquor importers, public
storage warehouses and
importation of liquor.

Chapter review of WAC 314-36

6/3/10

Licensed Agents

Chapter review of WAC 314-44

6/3/10

Serving and donating of liquor
by suppliers at trade
conventions of iicensees.

Chapter review of WAC 314-45

6/3/10

Rules Quarlerly Update

revised 9/7/08






Rule making resulting from recent legislative changes

There one bill from the 2007 legistative session that still requires rulemaking — obJectlons from
local jurisdictions to a liquor license application or renewal based on “chronic illegal activity”.
Licensing and Enforcement will be making a decision on this topic in the near future,

Llcensmg process

EHB 2113/07 —
Modifies the process for
issuing liquor licenses

- when a local jurisdiction
objects ("Chronic illegal
activity”).

8/15/07

SSB 6329

Allows beer and wine
tastings in grocery stores
with the appropriate
endorsement.

314-02

5/3/10

SSB 6485

Increases annual )
production allowed for a
craft distillery to 60,000
gallons. Allows contract
| producing between
distillers. Allows a craft
distillery or distillery to
pour and/or dispense
their own product at a
special occasion event.

314-28

4/26/10

7/20/10

Rules Quarterly Update

revised 9/7/08











2011 Proposed Agency Request Legislation

The revisions below will all be contained in one bill.

RCW 66.24.010 (6) and (7): The AAG has advised us to make revisions to this statute.
Currently if there is not room on the master license the restrictions and/or conditions are
printed on an additional page. The Board also sends conditions and/or restrictions to
the licensee in the form of an approval letter.

(6) Every license issued under this section shall be subject to all conditions and
restrrctlons lmposed by this title or by rules adopted by the board. All condltlons and
restrictions lmposed by the board in the :ssuance of an mdrvrdual hcense shal| be listed
on the'face of the mdrvrdual Ilcense along wrth the trade name address and expiratron
date.

¢ Revise the sectlons to a[low condrt[ons and restnct[ons to be mcluded |n ofﬂmal
. correspondence from the board separate from the Ircense

(7) Every ﬁcensee shall post and keep posted rts [Jcense or Ilcenses |n a consplcuous
place on the premlses : :

Requn"e any correspondence from the board containing condltlons and
restrictions be posted next to the license.” -

RCW 66. 24 360 (3): The products that are causmg the problems are not necessarily
“strong beer” (beer over 8% alcohol). Chronic public inebriation is usually the problem
and the products they prefer have a lower alcohol content. The revisions to this statute

will better address the issue.

(3) The board shall issue a restricted grocery store license authorizing the licensee to
sell beer and only table wine, if the board finds upon issuance or renewal of the license
that the sale of strong beer or fortified wine would be against the public interest. In
determining the public interest, the board shall consider at least the fcl!owmg factors:

(a) The likelihood that the applicant will sell strong beer or fortified wine to persons
who are intoxicated:;

(b) Law enforcément problems in the vicinity of the applicant's establishment that
may arise from persons purchasing strong beer or fortified wine at the establishment;
and

(c) Whether the sale of strong beer or fortified wine wouid be detrimental to or
inconsistent with a government-operated or funded alcohol treatment or detoxification
program in the area.

If the board receives no evidence or objection that the sale of strang beer or fortified
wine would be against the public interest, it shall issue or renew the license without
restriction, as applicable. The burden of establishing that the sale of strong beer or





fortified wine by the licensee would be against the public interést is on those persons
objecting.

¢ Revise the section to authorize the board to set a minimum threshold for
restricted beer products that may include alcohol content and cost which make
such products desirable to chronic public inebriants.

¢ Add chronic public inebriation to the list of criteria under which the board may
impose restrictions.

RCW 66.24.410 (2): The reference to fry orders, sandwiches, hamburgers and salads
is an ongoing problem. Licensing staff are continually trying to get menus that qualify-
for a spirits, beer, and wine restaurant. Removing these items from the statute and
giving the board rulemaking authority to establish food service requirements is a
solution to this issue. ‘

(2) "Restaurant” as used in RCW £6.24.400 to 66.24.450, inclusive, means an
establishment provided with special space and accommodations where, in
consideration of payment, food, without lodgings, is habitually furnished to the public,
not including drug stores and soda fountains: PROVIDED, That such establishments
shall be approved by the board and that the board shall be satisfied that such
establishment is maintained in a substantial manner as a place for preparing, cooking
and serving of complete meals. The service of only'fry orders or such food and victuals
as sandwiches, hamburgers, or salads shall not be deemed in compliance with this
definition.

e Revise the section by removing the explicit food requirement language and give
the board authority to establish food service requirements in rule.

RCW 66.04.010 (28): The nightclub license was created so many of the spirits, beer,
wine restaurant licensees that operate primarily as a nightclub could convert to this
license. Many of these businesses have an occupancy load less than 100. Local
jurisdictions also agree that removing the occupancy load from the definition will allow
these businesses to hold a license that reflects the business type. -

(28) "Nightclub" means an establishment that provides entertainment and has as its
primary source of revenue (a) the sale of alcohol for consumption on the premises, (b)
cover charges, or (c) both, and has an occupancy load of one hundred or more.

o Revise the definition of nightclub by eliminating the occupancy load.






